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Coinciding with sustained economic boom and international opportunities such as the 2008 Beijing 
Olympics, a huge demand exists in China for infrastructure development. Compared to other western 
countries, Australia’s geographic advantage and maturity of the construction industry are supported by 
the country’s political, social and economic stability. Sino-Australia trade and economic relations 
continue to gain strength. This presents a potential for Australia to capitalize on the infrastructure 
market opportunities in China. However the lack of knowledge and information on China’s project 
development processes and the inability to match the market needs with own expertises may be the 
barriers. The research reported here aims to bridge this gap by identifying a rational approach to 
initiating and developing infrastructure projects jointly between Australian and Chinese stakeholders on 
an informed and mutually beneficial basis. Literature studies and parallel surveys to both the Australian 
construction industry and government agencies in China were used to access to required information. 
Research findings were developed into guidelines for the Australian participation in Chinese 
infrastructure market and a set of procedures for business engagement.  
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INTRODUCTION  
 
Infrastructure development has long been considered as the backbone of economic 
growth for developing countries. To achieve meaningful growth, developing countries 
have to promote infrastructure development, which has a positive “knock on” effect in 
catalysing continuous economic development, apart from meeting basic needs 
(Kumaraswamy and Zhang, 2001). This often involves large-scale, long-term 
construction projects, such as road links, dams and public facilities.  
 
For China, international opportunities recently materialized, such as the Beijing 2008 
Olympics and WTO entry coincides with internal economic growth, needs of the 
inherent huge population vying for better living standards and the government policies 
to provide balance between regional economies. The results depict an unprecedented 
scale of infrastructure requirement. Insufficient development in the past and 
inadequate planning, management and coordination for continuing development have 
left China with a large stock of inadequate infrastructures and facilities unable to cope 
with new demands placed on them. The existing infrastructure is proving to be the 
bottle-neck for the country’s future growth (Figure 1). 
 
The apparent propensity in a recent shift of policy matters on infrastructure witnesses 
the seriousness of the Chinese government to relieve the strangling bottle-necks of 
infrastructure development. Given the relevant lack of management skills, advanced 
machineries and specialised construction expertise, especially in provincial areas, 
China will increasingly seek international participation in joint development of 
infrastructure projects, as evidenced in the Three Gorges Dam project and 
preparations for the Beijing Olympic. On a continuing basis, China will present 
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significant opportunities for the development and construction of infrastructure works. 
While it may sound exciting for prospective international construction companies, 
making inroad into China is not an easy task because of a whole range of differences 
from politics through economic systems to social infrastructure. Many countries are 
trying to understand these issues as well as finding the shortcut to the opportunities.  
 
Figure 1: Infrastructure Development Scenarios in China 
 
Australia, among others countries, also expects to secure a slice of the potential 
market. However due to political, social and cultural differences, earlier attempts in 
doing construction business with China have not been overwhelmingly successful, 
compared to other business sectors (Liu 2002). Australian construction companies 
have the geographical and in some areas, technical advantage over their European and 
American counterparts in engaging infrastructure projects in China. They are also 
backed by a strengthening relationship and strong economic ties between the two 
countries. Therefore it is important to explore this emerging market with a more 
vigorous approach in order to gain a foothold. This paper is motivated to address the 
inadequacies in this regard by identifying the possible match of the Australian 
expertise and interests with China’s infrastructure opportunities and processes. 
 
THE AUSTRALIAN CONSTRUCTION INDUSTRY 
 
Overview 
The Australian building and construction industry is one of the five largest sectors in 
the Australian economy. It contributed 5.5% towards the GDP ($30 billion) and 
employed 8% of the workforce between 1999 and 2000 (PricewaterhouseCoopers, 
2002). The industry has significant linkages with other sectors such as manufacturing 
and professional services, and its impact on the economy extends well beyond the 
direct contribution of construction activities. In an international comparison, 
Australia's construction sector contributes a relatively higher proportion of the 
national economy than most of the developed countries, such as United States, Canada, 
Sweden and France (Australian Bureau of Statistics, 2002). 
 
International Experiences of the Australian Industry 
With a sound technology and management base, Australian companies have gained a 
wealth of experience in major infrastructure projects over the recent years, particular 
leading to the Sydney 2000 Olympic Games. This experience is further reinforced by 
the fact that Australian construction companies are already operating in many parts of 
the world, providing finance, design, construction and management services. Their 
involvement in Hong Kong’s new Airport construction ($1.3 billion contract), West 
Seti Hydro-electric Project in Nepal ($1.23 billion), Water and Wastewater services in 
Manila (US$6 billion), road projects in Papua New Guinea and the construction of 
Friendship Bridge between Thailand and Laos, are just a few examples (Jay 1997),.  
 
There are Australian companies already present in the Asia-Pacific region through 
export activities or by setting up offices, strategic alliances, plants and joint venture 
(Commonwealth of Australia, 1999). The geographically widespread of representative 
offices or subsidiaries of Australian construction companies throughout the globe 
demonstrates that the construction expertise being offered by Australia is well 
received in the international arena, thus confirming the fact that Australia possesses a 
mature construction industry with a good standing in international market.   
 
Australian Activities in China 
Australian contractors’ involvement in the Chinese construction sector has been 
insignificant. They are behind their counterparts from Europe and Asia in terms of the 
number and value of projects in China (Lan and Jackson, 1998). However the 
piecemeal approach to Chinese projects by Australian companies shows a level of 
improved understanding and interests in the Chinese construction market, mostly 
achieved though earlier efforts on design consultancy and materials supply (Wang and 
Yang 2000). Much needs to done by Australian companies to capitalize on the current 
infrastructure opportunities.  
 
There is a number of case studies of Australian construction industry working in 
China, for example, studies on the success criteria in doing construction-related 
business (Ng, 1996), problems faced by Australian contractors (Lan & Jackson, 1997), 
opportunities in China’s construction market (Lan & Jackson, 1998), construction 
joint ventures (Zhang, 2000) and strategic alliances for the building material industry 
(Wang, 2001). While they provided some in-depth study in specific fields, they did 
not cover infrastructure development, which is the current highlight of construction 
work in China.  
 
NEW AND POTENTIAL OPPORTUNITIES IN CHINA 
 
Three significant events of late have or will place extraordinary demands over 
infrastructure development in China, thus presenting new opportunities for 
international companies. 
 
Entry into WTO 
China’s entry into WTO signifies the wider “open door” policy of China to the outside 
world. As more countries engages business with China, there is  an increasing demand 
in infrastructure such as highway links for better transportation, cable networks and 
transmission facilities for telecommunication, and water/energy projects to provide 
resources. Foreign constructors, suppliers and developers had been given permissions 
to set up their operations in China (Xu, 2002). This would mean opportunities to 
Australian construction companies that are technologically sound, rich in resource 
supply and mature in management structure (Liu, 2000).  
 
The 2008 Beijing Olympics  
Beijing’s successful bid to host the 2008 Olympic Games has indeed further boosted 
its already flourishing national economy. It will undoubtedly uplift China’s profile in 
the international forum. The Olympics also means business, and for construction it 
means big business (Simmons & Simmons, 2001).  The Beijing authorities plan to 
spend RMB180 billion (USD$21.7 billion) to stage the game (Young, 2001). Major 
spending will be placed on transport infrastructure (RMB 90 billion) and 
environmental protection (RMB 45 billion), followed by information technology 
(RMB 30 billion) and Olympic accommodation (RMB 15 billion).  The hosting of the 
2008 Olympic Games will thus become the second-largest public work ever 
undertaken in China – after the Three Gorges Dam (Ness, 2002). The Beijing 
Olympics Organising Committee launched the Beijing Olympics Action Plan with 
three implementation phases: Preparatory Phase (Dec 2001 - June 2003); 
Development Phase (June 2003 – July 2006) and Pre-Games Operations Plan (July 
2006 – 2008). The Preparatory Phase has been divided into 3 major areas: preparation 
for the games, city infrastructure development and sports development. All these 
projects call for international tenders.  
 
The Great Western Development 
The long term social and economic disparity between China’s coastal and western 
regions has called for an urgent restructuring of overall China’s economic 
development policy, in order to preserve the country’s stability. The distribution of 
income, population and land between regions is highly uneven (East Asia Analytical 
Unit, 1997). It is estimated that there is at least a ten-year development gap between 
the coastal and inland regions (Lan & Jackson, 1998). In an effort to close this 
economic gap, the Chinese central government launched the Great Western 
Development Strategy in January 2000 to attract and allocate money and other 
resources for the development of China’s poorer, and historically more neglected, 
central and western regions (Sims & Schiff, 2000). For start, USD$580 billion, 
equivalent to 70% of 2000’s fixed-asset investment and foreign loans, had been 
poured into the west, according to the Minister of China’s State Development 
Planning Commission. The central government has placed immediate highlight on 
infrastructure development by supporting a massive infrastructure programs that 
involves the building of whole towns and cities, as well as major road links, bridges, 
railways and airports.  
 
RESEARCH APPROACHES 
 
The research reported here was aimed at identifying the Australian willingness of 
participation and matching the available construction expertise with China’s 
infrastructure opportunities and processes. It attempted to establish a set of guidelines 
for Australian participation in Chinese infrastructure market and draws up the 
necessary procedures for infrastructure business engagement.  
 
Mail questionnaire survey was specifically chosen to identify the Australian interest 
and construction expertise suitable for the merging infrastructure projects in China. A 
total of 112 Australian companies were selected as the sample population and invited 
to participate in the research. These companies represent four key groups of 
infrastructure construction players (design and consulting companies, contractors, 
developers and manufacturers/suppliers). Their inclusion was based on their past track 
records or profiles which can represent the Australian industry’s view as a whole. The 
selection process involved initial contact database setup, industry group categorization, 
stratified random sampling, and final industry database confirmation. Started with a 
brief introduction, the questionnaire form comprised 14 questions in two major 
sections.  Section 1 related to the company’s technical expertise and Section 2 related 
to the interest in infrastructure projects in China. Depending on the types of variables 
each question relates to, the questionnaire used both open-ended and closed questions. 
 
Running in parallel to the questionnaire survey, field interviews were conducted to 
identify the current infrastructure development procedures and Chinese initiatives 
pertinent to infrastructure development applicable to foreign companies. These face-
to-face interviews fall into the research technique of purposive sampling. They were 
conducted in China with eight senior Chinese government officers from four 
provincial level government departments directly involved in infrastructure project. 
The officers were identified and contacted because of their relevant responsibilities 
and profiles. The governments departments included (1) Development Planning 
Commission; (2) Construction Commission; (3) City Planning Commission; and (4) 
Foreign Trade and Economic Commission.  
 
RESEARCH FINDINGS 
 
Matching Links 
A total of 54% response rate was achieved. Raw data collected from both 
questionnaires survey and field interviews were edited and analyzed accordingly. The 
results reveal that most (73%) of the Australian construction companies are interested 
in Chinese infrastructure projects. The expertise and interests of these companies are 
found matching with the current infrastructure demand in China (Figure 2), 
particularly in the four areas of urban infrastructure, where many cities are undergoing 
urban reconstruction (for improving living standards); social infrastructure (currently 
given rise by the Beijing 2008 Olympic Games); transport infrastructure (where 
investment is being made throughout China to construct and upgrade transport 
networks); and environment protection programs (to reduce its pollution index in 
order to comply with international regulations after joining WTO).  
 
Infrastructure Project Development Stages 
The construction of an infrastructure project in China is a complex process that 
requires involvement by numerous parties for its planning and delivery. The field 
interviews revealed that there are two categories of government departments which 
will be instrumental in making projects happen; one being the planner, the other as the 
executioner of development projects. These government departments include: 
1. Development Planning Commission (DPC) 
2. Construction Commission (CC) 
3. City Planning Commission (CPC) 
4. Land & House Management Bureau     (LHMB) 
5. Environment Bureau (EB) 
6. Individual Department (ID), such as Transport Department 
 
Meanwhile, four main stages were identified that serve as a framework during 
infrastructure project planning and delivery (Figure 3).  
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Figure 2: Matching Links between Australian Expertise & Interests with Chinese 
Demand  
 
 
GUIDELINES AND PROCEDURES OF ENGAGEMENT 
 
With consideration of the work routines from both sides, a series of general guidelines 
have been developed as recommended protocol for interested Australian companies to 
engage in and work with the Chinese infrastructure market. As illustrated in the 
following three sections under eleven headings, the scope of guidelines is confined to 
key pre-construction stages, from pre-project initiation to project development, and 
does not cover physical project implementation and review stage. They are not 
infrastructure-type and profession-type specific thus can be referred to in broad terms.  
 
Pre-project Initiation  
• Accessing Project Information 
In general, the three main sources of project information are from central, 
municipal and local governments which are mainly channelled through Chinese 
government(s) websites, Chinese business forums and Australian Trade 
Commission (Austrade). While central government provides relatively general 
information; municipal and local governments have more detailed project level 
information. 
• Selecting Project of Interest 
Advanced construction and management expertise is normally preferred by the 
Chinese government. However, it will have to synchronize with encouraged 
project types. A good business connection or “guanxi” with Chinese partners or 
governments will be an added bonus.  
• Selecting Project Location 
In general, the coastal regions are abounded with many urban reconstruction, 
social infrastructure and environmental protection projects; while central and 
western cities generally demand physical infrastructure projects such as transport 
infrastructure. The capital city of Beijing and its vicinity are undergoing large-
scale design, construction and commissioning of social infrastructure projects, 
preparing for 2008 Olympic Games.  In the Tenth Five-Year Plan, the Chinese 
government has placed a serious emphasis on the Great Western Development and 
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thereby launched a series of infrastructure development plans. Accordingly, the 
inland cities such as Chongqing and Chengdu have become the nucleus cities of 
infrastructure opportunities. Less competition exists in inland cities than coastal 
regions. The relative flexibility of policy and government leniency is also 
encouraging signs for foreign companies. These advantages will cease with the 
passing of time. Beginning with these cities, the prospective Australian companies 
may be able to set their footholds and reach out to other regions. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  Figure 3: Infrastructure Projects Development Stages
  
Project Initiation 
• Approach to the Project  
There are three types of approaches (Figure 4). The Direct approach is encouraged 
when foreign companies are clear of their project orientation and have specific 
project interests which can be directly consulted and discussed with individual 
government departments (such as transport department) in a detailed manner. This 
approach tends to save much time in terms of procedures and undertaking. Semi-
direct approach is appropriate when foreign companies do not have specific 
project in mind but are looking towards acquiring broader projects information 
from other government departments (such as Development Planning Commission) 
before deciding which one to pursue further. This approach provides more 
alternatives and can offer a ‘wider development picture’ of the region.  Indirect 
approach is relatively informal where government departments are neither directly 
nor semi-directly involved. Instead, local consultants or business contacts are 
employed. It can be used when foreign companies have either competent local 
consultants or reliable Chinese business linkages that are well informed. The main 
disadvantage of this approach is that the project information might be incomplete 
thus misleading. Regardless of the type of approaches, all ought to refer to 
individual governmental department before one could proceed with project 
proposal preparation and subsequent tasks. 
 
 
 
 
 
 
 
 
 
 
 
 
 
DPC = Development Planning Commission, FTEC = Foreign Trade & Economic Commission 
EC = Economic Commission, Consult. = Consultants 
 
Figure 4: Three project approaches 
 
• Promoters  
There are two main types of promoters: government or private company/ 
interested investor as promoter. The recommendation from government 
department carries a positive influence during the approval process. Since 
infrastructure projects involve public interest and are under serious control by 
government, liaison with individual government department in this regard by 
private companies is conducive to have successful project procurement. 
 
• Setting-up Foreign Enterprises (Figure 5) 
The government department in-charge is the Foreign Trade & Economic Relations 
Commission (FTERC). In principle, before proceeding to FTERC for setting-up an 
enterprise, the project clients should have their project proposal approved by the 
Development Planning Commission (DPC). However, to attract foreign 
participation in Chinese infrastructure projects, Chinese government has adopted 
more lenient approach by allowing enterprise to be set-up before, during or after 
carrying project proposal. For foreign-owned project, the foreign party should be 
responsible to submit documents at their own; while for joint venture and co-
operative project, the Chinese partner is responsible to submit documents for 
approval by FTERC. For project investment below US$30 million and if such a 
project is encouraged by the Chinese government, the approval process will 
normally require 7 working days if the documents are proper. 
 
 
 
 
 
 
 
 
P.P = Project Proposal, F.S = Feasibility Study, E.A.C = Enterprise Approval Certificate 
 
Figure 5: Foreign enterprise set-up 
 
Semi-Direct Direct 
Approaches 
Indirect 
EC 
FTEC 
DPC Independen
t 
Government 
Department 
Local 
Consult. 
Personal 
Contacts 
Submission of 
P.P & F.S 
Project Set-up 
with DPC 
Issue of 
E.A.C 
Enterprise 
Registration 
Approval by 
FTEC 
• Preparing Project Proposal (Figure 6) 
The Development Planning Commission, together with subsidiary government 
departments such as City Planning Commission, Financial Department, Land & 
House Management Bureau and Environment Bureau form the Expert Committee, 
which carries out integrated assessment that covers overall planning, importance 
of proposed project, technical viability, investment evaluation, asset and financial 
assessment and environment protection. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 6: Preparation of project proposal  
 
The five common factors of rejection or delay in approval include (a) Proposed 
project contradicts to the National Asset Plan; (b) Mismatch of project orientation 
from those encouraged by Chinese government; (c) Obsolete  technical proposal; (d) 
Poor financial status & projection and impracticality of capital raising method; and (e) 
Contents of project proposal are being too rough. Foreign companies that are joint-
venturing or working with independent government department in carrying project 
have the advantage of skipping this project proposal preparation stage. 
 
Project Development 
• Preparing Feasibility Study 
This stage is a continuation of project proposal preparation when such proposal 
has been approved by the same approving authority, which is the Development 
Planning Commission. Normally, the approving authority will require promoter to 
submit 3 technical proposals (Figure 7). 
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Figure 7: Preparation of feasibility study 
 
Based on the previous proposal, the feasibility study is required to be prepared in 
much greater details and will be assessed and evaluated by the Expert Committee, 
which involved two stages. The first stage is technical evaluation; second stage is 
economic evaluation. In most cases, the project that requires least investment capital 
with reasonable feasibility will be selected. There are four main elements in the 
evaluation process. In ranking according to importance, they are Technical Viability; 
Economic Viability; Method of Raising Investment Capital; and Environmental 
Protection Aspect. 
 
• Preparing Initial Design & Construction Drawings (Figure 8) 
The initial design has to be firstly approved by the City Planning Commission that 
concerns mainly of the project impact on city’s beauty. Once approved, it then needs 
to be submitted for approval by Construction Commission. After the approval by 
Construction Commission, the promoter could proceed with construction drawings. 
Similarly, construction drawings have to be approved by both approving authorities 
before preparing bills of quantities for tender purposes.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
I.D = Initial Design, C.D = Construction Drawings, C.C = Construction Commission, 
C.P.B = City Planning Bureau 
 
Figure 8: Preparation of initial design & drawings 
 
At the conclusion of these works, all decisions regarding to the pre-project initiation, 
project initiation and project development should have been made. The development 
will then move into the finance, design and planning of physical construction works 
which belong to project implementation stage and finally project review. 
 
CONCLUSIONS 
 
With strong economic ties between Australia and China, the Australian construction sectors 
can expect to achieve more in doing business with China. However the key will be to 
ascertain the willingness then align the expertise with the right industry sectors in China. 
Appropriate market engagement strategies will also help. For infrastructure project 
opportunities that are being highlighted in China, this research explored a rational approach of 
identifying and matching the Australian expertise and interests with the recommended 
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engagement processes and project initiation and approval procedures. A framework of project 
development was made available, as well as a set of guidelines for Australian companies’ 
participation in this important international market. 
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